In this paper, we examine the impact of asset growth rates on the future stock performance of 309 publicly traded real estate investment trusts (REITs). We observe that fast growing REITs tend to underperform slow growing REITs. However, we find evidence that the growth effect is significantly less negative for REITs selling at a premium to NAV. Compared to common stocks, the growth effect is weaker in REIT markets due to the constrained environment in which REITs operate. On the asset investment side, the negative asset growth effect is associated with growth in non-core assets. This is consistent with the notion that firms that grow outside of their competency areas are penalized by the market. On the asset financing side, we find that growth activities funded by taking on more unsecured debt are associated with negative stock performance over the next 12 months. This suggests that the provision of collateral associated with secured debt and the refinancing risk associated with debt are effective in restricting firms from engaging in sub-optimal growth. Existing studies generally find a negative relation between asset growth rates and stock returns [Cooper, Gulen and Schill (CGS, 2008), Fama and French (2006; 2008) (2001) argues that the superior returns of low growth firms and portfolios are due in part to the omission of delisted firms in the CRSP database.
Introduction
Existing studies generally find a negative relation between asset growth rates and stock returns [Cooper, Gulen and Schill (CGS, 2008) , Fama and French (2006; 2008) , and
Lipson, Mortal and Schill (LMS, 2011)] . CGS (2008) find that a portfolio of low growth firms outperforms a portfolio of high growth firms over a one-year horizon by 19.5% and 8.4%, respectively, on an equal-weighted and value-weighted basis. Using data on Australian firms, Gray and Johnson (2011) similarly document that low growth firms outperform high growth firms by an average of 13% annually. 1 The negative impact on stock prices extends to other dimensions of firm expansion, such as growth in capital investment (Anderson and Garcia-Feijóo, 2006; Titman, Wei and Xie, 2004) , growth in accruals (Fairfield, Whisenant and Yohn, 2003; Sloan, 1996) , growth in net operating assets (Fairfield, Whisenant and Yohn, 2003; Hirshleifer et al., 2004) , new share issuance (Pontiff and Woodgate, 2008) , and new debt offerings (Spiess and AffleckGraves, 1999) . CGS (2008) and LMS (2011) nevertheless observe that the negative asset growth effect empirically dominates the return destroying effects of these alternative dimensions of firm expansion. Moreover, the asset growth effect dominates other conventional returns determinants, such as firm size, the book-to-market (B/M) ratio, and return momentum in cross-sectional regressions of stock returns (see CGS, 2008) .
The negative relation between growth and future stock returns is known as the "asset growth" anomaly in the finance literature; in an efficient capital market, any abnormal returns associated with growth should be eliminated by the trading activities of arbitrageurs. LMS (2011) therefore suggest the presence of significant arbitrage costs as an explanation for the persistence of the asset growth effect over time. Based on the finding that acquiring firms often earn negative abnormal returns surrounding M&A announcements (Loughran and Ritter, 1995; Moeller, Schlingemann and Stulz, 2005) , one explanation for the observed negative relationship between asset growth and future stock returns is the slow diffusion of information. That is, the negative effect of asset growth is only gradually reflected in the stock price. However, this explanation is not supported by Agrawal, Jaffe and Mandelker's (1992) who find a lack of correlation between short-run and long-run underperformance.
Another explanation suggested by Fama and French (2006) for the long-run underperformance of fast growing firms is that retained earnings are usually reinvested inefficiently, which leads to lower future stock returns. Alternatively, CGS (2008) and LMS (2011) argue that the long-run underperformance of fast growing firms is due to the market correcting investors' over-reaction to past firm performance. In particular, they observed that high (low) growth firms tend to register better (worse) accounting performance prior to the growth incidents. However, subsequent earning announcements for high (low) growth firms are associated with negative (positive) abnormal returns. 2
Existing studies of the asset growth anomaly exclude financial firms, including Real
Estate Investment Trusts (REITs). Although REITs differ from firms in most other industries, these differences present an opportunity to better understand the asset growth anomaly. First, the intrinsic value of an equity REIT is tightly linked to the value of its underlying commercial real estate portfolio. Unlike many less asset-intensive industries, the value of a REIT's business franchise generally plays a minimum role in stock valuation (Green Street Advisors, 2014) . Thus, movements in REIT stock prices should be more tightly linked to changes in the asset base than in industries where changes in the market's valuation of the business franchise often impede efforts to detect a pure asset growth effect.
Second, the properties owned and operated by listed equity REITs are acquired and disposed in a "parallel" private market. The availability of pricing data from this extensive parallel market greatly improves the ability of buy-side and sell-side analysts to estimate the net asset value (NAV) of a REIT. This, in turn, means that successful capital allocation should be relatively straight-forward for REITs because they can readily identify when they have a cost of capital advantage or disadvantage (Green Street Advisors, 2014 , 2015 . For example, a NAV premium typically means a firm can generate a return on new investment that exceeds its cost of capital.
Finally, the existence of a parallel private market allows a listed REIT to readily arbitrage its observed cost of capital advantage or disadvantage. More specifically, a REIT can permanently increase its NAV and create shareholder value by funding asset growth when NAV premiums are positive and buying back stock or paying off debt with the proceeds from the sale of properties when its stock is selling at a discount to NAV. This arbitrage opportunity is not generally available to firms in other industries.
Our empirical investigation is guided by the following research question: Does REIT asset expansion tend to be followed by periods of abnormally low stock returns? In other words, can investors use the asset growth rates of REITs to improve their predictions of future returns? We also examine the extent to which the existence of NAV premiums and discounts interacts with the asset growth effect. More specifically, is the asset growth effect on returns over the next year more positive (less negative) for firms with a positive P/NAV?
We also seek to isolate the channels through which asset growth affects subsequent returns.
In particular, does growth in real estate assets produce different return results than growth in non-real estate assets? Also, are subsequent returns related to the amount and type of debt used to finance an expansion of the asset base?
The research strategy involves measuring the asset growth rates of a cross-section of 308 unique REITs from 1993 to 2013. The empirical tests are carried out in three stages.
First, sorting REITs by their asset growth rate in the preceding year, we construct fiveequally sized REIT portfolios and measure their subsequent returns over different investment holding periods (ranging from six months to 3-years). Raw and risk-adjusted returns of the different asset growth portfolios are then examined for evidence of an asset growth effect. Second, we estimate a series of Fama-MacBeth (1973) cross-sectional return regressions on asset growth and other firm attributes to control for the effects of "size" (Banz, 1981) , "value" (Fama and French, 1992) , "momentum" (Jegadeesh and Titman, 1993) , as well as accounting performance measures, on stock performance. Finally, we decompose total asset growth into its major components from both the left-hand (investment) side and right-hand (financing) side of the balance sheet to isolate the channels driving the relationship between asset growth and stock performance.
We find the portfolio returns of REIT "hares" are significantly lower than the returns of REIT "tortoises" in the following year. The mean 1-year equally-weighted return for the slowest growing portfolios is 18.6%, as compared to 12.2% for the fastest growing portfolios.
This return spread of -6.4% is statistically significant at the 5% level. The negative relationship between asset growth rates and future return remains after adjusting for firm size and risk. The inverse relationship between asset growth rates and return performance strengthens when the subsequent holding period is increased to two, three, four and five years. Nevertheless, the magnitude of the asset growth effect on one-year REIT returns (-6.4%) is smaller than the return spread of the fastest and slowest growing industrial firms (-22.8% in CGS, 2008 ).
In our Fama-MacBeth (1973) cross-sectional regressions that do not condition on NAV premiums and discounts, we find weak evidence of a negative asset growth effect. However, consistent with CGS (2008), we find that asset growth dominates the effects of conventional return determinants, including firm size, the B/M ratio, and return momentum. Measures of lagged accounting performance, such as the return on assets and changes in working capital, do not predict returns over the next 12 months. In our subsample of firms for which we have estimates of NAV premiums and discounts at the beginning of the year over which asset growth is measured, the negative asset growth effect is stronger. However, we find evidence that the growth effect is significantly less negative for firms selling at a premium to NAV. This is consistent with their cost of capital advantage. Over our full sample, we find weak evidence that apartment and retail REITs outperformed REITs with a focus on other property types and weak evidence that apartment and retail REITs were less susceptible to the negative effects of asset growth. Our regression results are robust to a series of checks, including the addition of accounting performance variables to the regressions, the use of 36-month return horizons, and alternative measures of asset growth.
Decomposing the source of year-on-year asset growth, it is not surprising to note that REIT growth is driven primarily by expansions in their real estate holdings (92.6%). Asset growth is funded primarily by additional debt (58.3%) and equity (39.8%) capital and, to a smaller extent, changes in minority interests (2.8%). On the asset investment side, the decomposition results show the negative asset growth effect is driven by the expansion of non-core assets; the rate of growth in real estate assets does not appear to significantly affect future return performance.
On the asset financing side, the negative asset growth effect is not driven by growth in equity capital. Moreover, the market does not appear to differentiate between the alternative channels of equity expansion, namely preferred equity issuance, secondary equity offerings (SEOs), or retained earnings. The evidence instead shows that REITs which expand their asset base by employing more debt in their capital structure are associated with negative return performance over the next 12 months. Further analysis suggests that the observed negative relationship between lagged one-year growth rates and REIT returns appears to be associated primarily with the issuance of unsecured debt, regardless of its loan maturity period. This is consistent with agency cost of debt explanations in which the provision of collateral associated with secured debt and the refinancing risk associated with debt restrict managers and shareholders from engaging in sub-optimal investment activities.
The rest of the paper is organized as follows. The next section provides additional background information on REITs and further develops our testable hypotheses. Section 3 describes the data used in this study. Section 4 discusses the empirical results of both the univariate sorts and the cross-sectional regressions on the impact of asset growth rates on the future return performance of REITs. Section 5 presents the research design and findings of the decomposition analysis used to isolate the effect of different asset growth channels. Section 6 concludes.
Additional Background on REITs and Hypothesis Development
REITs have expanded rapidly in size the last two decades. As shown in Figure 1 , the It is not certain the extent to which the asset growth anomaly should apply to REITs due to their unique regulatory environment. REITs are required to disburse to shareholders 90% of net taxable income, excluding net capital gains, to maintain their tax exempt status.
These high dividend payout ratios mitigate the potential adverse effect of "reinvestment of earnings." 4 Moreover, the high payout ratios subject REITs to frequent monitoring from the capital markets because of their heavy reliance on external financing. This counteracts the potential adverse effects of "weak governance" (Titman, Wei and Xie, 2004) . REIT stocks are also relatively easy to value because they primarily buy and hold tangible real estate assets acquired and disposed in a well-functioning parallel private. This reduces the potential for mispricing caused by an "overreaction" to the release of accounting information or other news (CGS, 2008; LMS, 2011). 7 Finally, the empirical evidence suggests that the negative asset growth effect is driven primarily by small cap stocks (Fama and French, 2008; Gray and Johnson, 2011) . In contrast to the asset holdings of the slowest growing ($20.86 million) and fastest growing ($66.69 million) industrial firms in CGS (2008), the asset holdings of REIT tortoises and hares are $1.97 billion and $2.15 billion, respectively. Thus, the typical REIT is closer to a medium cap stock that may be less prone to "growing pains" than the typical industrial firms.
On the other hand, REITs purchase (or develop) and sell assets in illiquid private markets. The required payments to brokers, lawyers, accountants, and other third-party service providers significantly increase transaction costs. This could help explain why two companies of similar size with similar capital structures and property sector/geographic footprints can perform differently if one company is rapidly growing externally and the other is not. 5 In short, the benefits to asset growth (e.g., lower G&A loads and better access to unsecured debt) may not offset the transaction costs associated with rapid external growth.
Data
Our study begins with the universe of publicly-listed U.S. equity REITs compiled by 
A REIT must therefore have two consecutive years of data for total assets to be included in our sample. 6 This mitigates potential backfilling biases (Fama and French, 1993) . 7
Observations with negative total assets or book equity value in a given year are dropped from our sample. To mitigate the impact of extreme values, growth rates are winsorized at the 1% and 99% level. Descriptive statistics of the sampled REITs are presented in Table 1 . Total depreciation adjusted asset holdings (ASSETS) and the equity market capitalization (MV) of the average REIT are $2.2 billion and $1.5 billion, respectively. The average book-to-market ratio (B/M) and total debt ratio (DEBT) are 0.83 and 0.47, respectively. The average return on total assets (ROA) is 5.5%.
The mean asset growth rate of the sampled REITs is 10.8%. The median asset growth rate of 5.4% indicates that the distribution of growth rates is skewed to the right. The 21.0% 6 The majority of firms in our sample have fiscal years that end in December. For these firms, growth ending in fiscal year 1992 would be measured from December 1991 to December 1992. This growth would then be used to predict returns in July of 1993 to June of 1994. Note that for firms with December fiscal year ends, there will be a six month lag between the end of the fiscal year over which growth is measured and the start of the 12 months over which returns are measured. However, this six month lag is necessary because some firms end their fiscal year sometime in the first six months of the next calendar. To ensure the 12 months over which asset growth is measured does not overlap with the 12 months over which returns are measured for firms with fiscal years that end in the next calendar year, returns for all firms in the sample are measured beginning in July of the calendar year following the end of the previous fiscal year.
standard deviation signifies substantial variability in annual growth rates across REITs and over time. Figure 2 shows that average asset growth varies substantially over time.
During the mid-to-late 1990s, average asset growth increased considerably, from less than A strong persistence in asset growth rates is observed prior to the annual sorting. In other words, REIT hares consistently record higher asset growth rates, relative to REIT tortoises, over the preceding 3 years. In years -1, -2, and -3, the spread in annual growth rates between the fastest and the slowest growing firms is 19.4%, 11.6%, and 8.7%, respectively. A similar trend is observed over the 3 years following the portfolio formation.
In years +1, +2, and +3, the spread in annual growth rates between the REIT hares and tortoises is 19.9%, 14.1%, and 8.6%, respectively. Further untabulated results reveal that, on average, 33.1% of REITs remained in the same quintile portfolio the subsequent year. 10
Panel B in Table 2 reports attribute means for REITs in the different growth portfolios.
Two proxies are used to represent firm size, the book value of total assets (ASSETS) and the market capitalization of stocks (MV). The latter is computed as the price per share of common equity multiplied by the number of outstanding shares of the constituent REITs at the end of June of year t. The positive asset size spread (Q5-Q1) is statistically significant for MV, which suggests the necessity to control for firm size in our subsequent examination on portfolio returns.
The average B/M ratio is negatively related to asset growth. Consistent with Gray and Johnson (2011) , this indicates that REIT hares tend be "growth" stocks in the Fama-French sense. The accounting performance (ROA) of hares in the prior fiscal year is significantly higher than tortoises, but the relationship across quintiles is not monotonic. There is, however, no discernible difference in the debt ratios of hares and tortoises. Thus, on average, REITs that grew faster over the prior fiscal year prior did so in a balance sheet neutral fashion. REIT hares registered higher buy-and-hold returns than tortoises over the 11 months preceding portfolio construction (BHR11), which is consistent with the extrapolation hypothesis that fast growing firms over-performed prior to portfolio formation (see Lakonishok, Shleifer and Vishny, 1994) . However, the relationship is not statistically significant and not monotonic across the quintiles. The decrease in accruals among hares is significantly less than slower growing firms. Not surprisingly, hares issue significantly more stocks than tortoises in the year preceding portfolio formation. This is consistent with Ong, Ooi and Kawaguchi (2011) who observed that REITs are more aggressive in their acquisitions leading up to the equity offerings. Overall, Table 2 shows that large REITs with growth opportunities and a strong track record (in terms of either accounting or stock returns) are more likely to rapidly expand their asset base.
Results

Univariate Return Sorts
To determine whether REIT hares produce inferior returns to tortoises, the total returns for each portfolio are first calculated over next 12 months (from July of year t to June of year t+1) following their formation. We also track the portfolio returns over two-tofive year horizons to examine the long-run return effects of portfolio sorting based on asset growth rates. We also report the value-weighted (VW) returns of the respective portfolios to ensure our results are not driven by small firms. The market value of equity at the end of portfolios. The results are reported in Table 3 . The return spread of the extreme portfolios (Q5-Q1) is also reported. This spread corresponds to an investment strategy of buying REIT hares and shorting an equal amount of REIT tortoises. The figures presented are the average across all the portfolio formation periods in the sample. Time-series variation over the sample period is used to compute the significance level for the reported spreads. The
Newey and West (1987) procedure was applied to correct for serial correlation in returns induced by overlapping holding periods for return horizons greater than one year.
Panel A of Table 3 shows that the mean 1-year equally-weighted (EW) return for the tortoises portfolios is 18.6% compared to 12.2% for the hares portfolios. This return spread of -6.4% is statistically significant at the 5% level. The negative relation between asset growth and subsequent returns is also persistent. The cumulative 5-year average holding period return for slow growing REITs is 112% compared to 67.8% for the portfolios of REIT hares. The spread between the two portfolios is -44.0% (t-statistic = -5.23), which suggests that asset growth is a useful predictor of future REIT returns, particularly over longer investment horizons. Panel B reports the returns on a VW basis. As expected, the VW portfolio returns are uniformly lower than EW portfolio returns. In addition, the negative asset growth effect is marginally weaker for the VW portfolios. In particular, the mean return spread over holding periods of less than five years is statistically insignificant. The spread in 5-year holding period returns between the two extreme portfolios is -19.6% and statistically significant (t-statistic = -1.96). Table 3 shows that asset growth rates are generally good predictors of future REIT returns; however, the magnitude of the negative growth effect is less pronounced than what is typically found for common stocks. As an additional robustness check, we compute the market-adjusted returns of each portfolio. Specifically, five portfolios of REIT stocks are constructed in July of each year based on their equity market capitalization at the end of June. The EW returns for each portfolio sorted by size are then computed over various investment horizons. The market-adjusted returns of our asset growth portfolios are measured as their raw EW returns minus the corresponding size-quintile returns. These results, which are reported in Panel C, show that the return spread of the EW high growth investment strategy is still significant after adjusting for market returns. Over a 12-month holding period, the buy hares and short tortoises investment strategy yields a -3.99% return, which is significant at the 5% level. As observed previously, the return spread increases with the investment horizon.
A closer examination of the market-adjusted returns for the Q1 portfolios reveals that the cumulative returns of low growth REITS increases from 1.98% to 9.77% over the fiveyear horizon. Interestingly, the cumulative returns of REIT tortoises are fairly stable at around 4.8% to 5.0% in years 2, 3 and 4. On closer examination, the divergent performance is due primarily to the returns of hares declining over time. In particular, the cumulative returns of Q5 portfolios falls steadily from -2.01% in year 1 to -7.9% in year 5. The long-run underperformance of fast growing firms is consistent with the market correcting investors'
over-reaction to past performance of high growth firms as new information is released gradually.
A potential explanation of the outperformance of the tortoises is the high transaction costs associated with acquiring properties in illiquid private markets. Another possible explanation for the observed negative growth effect is the hypothesis that expected returns should decline systematically in response to increasing investment (CGS, 2008) . A number of theoretical papers have argued that the value of growth options relative to existing assets declines as firm investment grows. These models point to a reduction in overall firm risk as investment increases, thereby inducing a negative relation between investment and expected return (Berk, Green and Naik, 1999) .
Risk Adjusted Return Sorts
To examine whether our results can be explained by a reduction in firm risk, Table 4 compares the risks of the different asset growth portfolios. Two conventional risk measures, standard deviation and the beta derived from a 3-factor model, are employed. If the riskbased explanation of inferior performance of fast growing firms is correct, we would expect portfolios of hares to exhibit lower risk than tortoise portfolios. However, inspection of Table   4 reveals the differences in return volatilities and systematic risk are small in magnitude growing REITs is 0.705, compared to 0.820 for the slowest growing REITs. The difference is not statistically significant (t-statistic = -1.52). Although not separately tabulated, the same conclusion is reached when we value weight, instead of equally weight, standard deviations and betas.
We next compare the risk-adjusted performance of the different growth portfolios over subsequent 1-year and 3-year holding periods. Two risk-adjusted measures of portfolio performance are employed: the Sharpe ratio and the Fama-French 3-factor alpha. The
Sharpe ratio is the average portfolio return in excess of risk-free rate, per unit of total return volatility. The 3-factor alpha captures the portion of excess returns not explained by the market risk premium (MRP), SMB, and HML. 11 As shown in Panel B of Table 4 , the average risk-adjusted return performance of hares continues to lag behind tortoises. The portfolio of REIT tortoises produced a 1-year Sharpe ratio of 0.221 compared to 0.142 for the hare portfolio. The difference of -0.080 is statistically significant at the 10% level. The analysis using the 3-factor model yields similar results. Furthermore, the significance of the return spread increases with an investment horizon of three years. In summary, the unconditional risk-adjusted results are consistent with our earlier results using raw returns; that is, asset growth is a reliable predictor of future REIT returns. The results are robust to the exclusion of REITs with negative growth rates from the sample.
To examine how the asset growth effect varies over the study period, Figure 3 plots the one-year return spread from buying REIT tortoises and simultaneously selling hares over a one-year investment horizon. Over the 21 year study period, this long-short trading strategy would have generated positive annual returns 14 times for the EW portfolios, and 13 times for the VW portfolios. The largest payoff, in terms of EW returns, would have been 30.1%
in 2012. The same long-short investment strategy would have produced a loss of -13.7% in 2000.
The Effects of NAV Premiums and Discounts
Green Street (2014 Street ( , 2015 advocates a simple capital allocation strategy for REIT managers: fund asset growth when NAV premiums are positive and buy back stock or pay off debt with the proceeds from asset sales when the firm is selling at a discount to its NAV.
Although theory suggests overvalued firms can create value for shareholders if they exploit their overvaluation by using their stock as currency to purchase less overvalued firms, Fu, Lin and Officer (2013) find that overvalued acquirers significantly overpay for their targets.
These acquisitions do not, in turn, lead to synergy gains. 12 Although the existence of a NAV premium may signal the firm has a cost-of-capital advantage and should grow the firm's assets, several studies have concluded that NAV premiums reflect, at least in part, both firm-specific and market-wide investor sentiment (Barkham and Ward, 1999, Clayton and MacKinnon, 2001) . Moreover, an extensive literature documents a negative relation between high levels of investor sentiment and subsequent stock returns Wurgler, 2006, 2007; Brown and Cliff, 2005) .
Gentry, Jones, and Mayer (2004) argue that some cross-sectional variation in price-to-NAV ratios reflects variation across firms in recent and expected NAV growth. However, the authors conclude there is too much volatility in REIT price-to-NAV ratios, generated by swings in market-wide sentiment, which gives rise to potential excess returns from shortterm mean reversion. Empirically, Gentry et al. (2004) find large positive excess returns from a strategy of shorting stocks trading at a premium to NAV and buying stocks trading at a discount. We therefore examine the predictive power of NAV premiums and discounts, as well as the extent to which premiums and discounts interact with the asset growth effect.
Our firm-level NAV premium and discount data were obtained from Green Street
Advisors, a prominent buy-side analyst and provider of commercial real estate and REIT research (www.greenstreetadvisors.com). Green Street restricts it analyst coverage to the most actively traded REITs. We were able to match 865 of our 2,964 firm year observations key firm characteristics for the 865 observations in this subsample. Panel B contains the corresponding summary statistics for the 1,829 firm year observations for which P/NAV estimates are not available from Green Street. The final two columns contain differences in the two subsamples means and associated t-tests.
REITs with Green Street P/NAV data are significantly larger (ASSETS and MV), have lower B/M ratios (indicating more growth options), higher leverage ratios (DEBT), and better accounting performance (ROA). Their average asset growth rates (ASSETG) are also significantly higher than REITs without Green Street P/NAV data. However, there is no significant difference in average buy-and-hold returns in the subsequent year. Year-over-year asset growth rates are measured from the end of fiscal year t-2 to t-1.
We therefore condition each annual growth rate on Green Street's P/NAV estimate at time t-2. After examination of the P/NAV frequency distribution, REITs were sorted into three P/NAV buckets in each period: (1) P/NAV > 1.03; (2) 0.97 ≤ P/NAV ≤ 1.03; and (3) P/NAV < 0.97. Our 865 firm year observations with available P/NAV data include 431 REITs selling at a premium, 307 REITs selling at a discount, and 127 selling within three percent of its NAV.
Key summary statistics for these three subsamples are provided in Table 6 . The final two columns contain differences in the means of premium and discount REITs and associated t-tests. Firms selling at a premium are on average significantly larger (ASSETS and MV), have lower B/M ratios, and display better accounting performance (ROA).
However premiums firms use significantly less leverage, on average. More importantly, premium firms are associated with significantly more asset growth, which is consistent with a growth strategy focused on cost of capital. However, premium firms produce average returns over the next 12 months that are 8.3% lower than returns produced by firms selling at a discount. This is consistent with market-wide sentiment pushing stock prices away from fundamental values in the short run, which gives rise to potential profits when stock prices mean revert.
Cross-Sectional Regressions
The results of the raw and risk-adjusted univariate sorts indicate the return performance of fast growing REIT has lagged the performance of slower growing REITs; moreover, the conventional "risk-return trade-off" explanation does not adequately explain these results. In this section, we estimate annual Fama-MacBeth (1973) cross-sectional return regressions to control for the potential effects of additional firm characteristics and to examine the marginal effect of asset growth on REIT stock returns.
The estimation process is implemented in two steps. First, a cross-sectional return regression is estimated each year from July of time t to June of time t+1 for a total of 21 annual regressions. The form of the regression is
, is the total return of REIT i in year n and , is a vector of control variables applicable to returns in year i.
, and , are updated annually at end of June using accounting information from year t 1. The reported coefficient estimates are the time-series averages of the first-step coefficient estimations. The corresponding tstatistics are the time-series averages of the first-step t-statistics divided by the standard error. 13 That is, 13 The standard errors of time-series averages have been adjusted for first-order autocorrelations by
To identify the marginal predictive power of lagged annual asset growth on future stock returns, we first include as annual control variables the market capitalization of equity (MV), the B/M ratio, and stock returns over the past 11 months (BHR11). 14 According to Banz (1981) and Keim (1983) , small-sized firms produce higher risk-adjusted returns than larger firms. Stocks with higher B/M ratios (value stocks) also tend to produce higher average returns (Fama and French, 1992; Rosenberg, Reid and Lanstein, 1985) . The inclusion of firm-level MV and B/M is similar in spirit to the standard three-factor asset pricing model. Finally, momentum theory suggests past returns can be used to predict future returns (Chui, Titman and Wei, 2003; Jegadeesh and Titman, 1993) .
We then extend the base cross-sectional regression model to incorporate three additional explanatory variables: ROA (firm profitability), ACCRUALS (accruals), and ISSUANCE (stock issuance). Haugen and Baker (1996) , Cohen, Gompers and Vuolteenaho (2002) and Fama and French (2006) show that average returns are positively related to recent profitability. Sloan (1996) further shows that accruals are negatively related to future profitability and stock returns. Finally, the net issuance of equity is shown to have a negative impact on subsequent stock returns (Loughran and Ritter, 1995; Pontiff and Woodgate, 2008) .
The regression results for the base and extended models using the full sample are reported in Table 7 . Both are based on a 12-month return horizon. The average estimated coefficient on ASSETG is negative and significant at the 10% level in both the base model , where ρ is the first-order autocorrelation in yearly parameter estimates (CGS, 2008) . For return horizons of three years, ρ is the thirdorder autocorrelation in yearly parameter estimates.
which we have Green Street NAV premiums and discounts. These results are reported in Table 7 as models (3) and (4). Note the decline in firm-year observations from 2,694 to 865.
The average estimated coefficient on ASSETG is no longer significant in either the base or extended model. However, the average coefficient on BHR11 is positive and significant at the 5% level. None of the other control variables are significant in either model. In these specifications, it appears returns over the subsequent 12 months are driven by momentum, not asset growth.
To analyze the impact of conditioning on NAV premiums and discounts, we create several additional variables. First, NAVPREM is set equal to one if P/NAV > 1.03. Second, NAVDIS is set equal to one if P/NAV < 0.97. These dichotomous variables are created for each REIT at the beginning of each year over which asset growth is measured. The inclusion of these shift variables in the cross-sectional return regressions will allow us to determine whether returns in year t to t+1 are associated with NAV premiums and discounts at time t-2.
Our primary concern, however, is whether the effects of asset growth on returns are related to NAV premiums and discounts at the beginning of the year over which asset growth is measured. We therefore create two interaction variables to address this question.
First, ASSETGxNAVPREM is set equal to the product of ASSETG and NAVPREM. A positive coefficient on this interaction variable would indicate the effect of asset growth on returns is greater (less negative) when P/NAV is greater than 1.03. This would be consistent with the cost of capital advantage growing REITs have when P/NAV is greater than one.
Second, ASSETGxNAVDIS is set equal to the product of ASSETG and NAVDIS. A negative coefficient on this variable would indicate that the effect of asset growth on returns is more negative (less positive) when P/NAV is less than 0.97. This would be consistent with a cost of capital disadvantage for growing REITs when P/NAV is positive.
The results that include these four NAV premium and discount variables are reported as models (5) and (6) in Table 7 . Several findings are especially noteworthy. First, the average estimated coefficient on ASSETG in our cross-section regressions is again negative and significant at the 5% level with and without accounting control variables. The average coefficient on BHR11 remains positive and significant at the 5% level, suggesting the continued influence of return momentum. The remaining control variables, including the accounting variables, are not, on average, significant in either model (5) or (6).
The average estimated coefficient on NAVDIS and NAVPREM is not significant in models (5) and (6). This implies that conditioning on P/NAVs does not enhance our ability to predict subsequent one-year returns. However, on average the estimated coefficient on ASSETGxNAVPREM is positive and significant at the 5% level in both model (5) and (6).
That is, the effect of asset growth on returns is significantly less negative for REITs with P/NAV > 1.03 at the beginning of the year over which growth is measured. However, the average magnitude of the positive coefficient on ASSETGxNAVPREM is less than the average magnitude of the negative coefficient on ASSETG in both model (5) and (6). Thus, the negative asset growth effect on future returns is not significant for firms with P/NAV > 1.03. This is consistent with the simple capital allocation strategy of funding asset growth when NAV premiums are positive. The average coefficient on ASSETGxNAVDIS in both model (5) and (6) cannot be distinguished from zero. This is not consistent with asset growth creating more value destruction for REITs selling at a discount to NAV, as may be expected given that such REITs should be selling assets and buying back stock given their cost of capital disadvantage.
We repeated the analysis after splitting the sample into two equal halves: July 1993- Table 8 . Once again, the dependent variable is the 12-month stock returns from year t to t+1. The average coefficient on ASSETG is insignificant in all six model specifications. In fact, the only standard asset pricing variable that is significant is BHR11, although the average coefficients on B/M, ROA and ISSUANCE are negative and significant at the 10% level in model (4). Moreover, none of the NAV premium and discount variables included in models (5) and (6) Table 9 . The average coefficient on ASSETG is marginally significant in models (1) and (2), as well as model (5). Similar to the full sample, the estimated coefficient on ASSETGxNAVPREM is positive and significant at the 5% level in model (5) and the 10% level in model (6). That is, the asset growth effect for premium REITs is significantly less negative, although the average magnitude of the positive coefficient on ASSETGxNAVPREM is less than the average magnitude of the negative coefficient on ASSETG in both models. Similar to the full sample, the average coefficient on NAVDIS and ASSETGxNAVDIS in both model (5) and (6) cannot be distinguished from zero. This suggests the return performance of discount REITs and the effect of asset growth on returns for these RETTs can't be distinguished from the control group of REITs selling within 3% of the NAVs. However, the estimated coefficient on NAVPREM in both model (5) and (6) Tables 7-9 , these regression include property type fixed effects. The estimated coefficients on these dummy variables indicate that apartment and retail REITs marginally outperformed REITs with a focus on other property types over the full sample. Additionally, we find weak evidence that apartment and retail REITs were less susceptible to the negative effects of asset growth.
Robustness Checks
Our univariate return sorts revealed that asset growth is a useful predictor of future REIT returns, particularly over longer investment horizons. To examine this finding in a multivariate regression framework, we replicate our analysis using a 36-month return horizon. Although not separately tabulated, the negative effect of asset growth on returns is stronger over the longer return horizon. This result is consistent with CGS (2008) who interpret the negative asset growth effect as a process of correcting investors' overreaction to the past performance of high growth firms as new information is released gradually.
However, NAV premiums and discounts, as well as the interaction of P/NAVs with asset growth, are not predictive of returns over the subsequent 36 months.
We also replicated our analysis using returns over the next six months. Over this shorter horizon, the average coefficient on ASSETG is negative and significant only in model (5).
However, the estimated coefficient on ASSETGxNAVPREM is positive and highly significant in both model (5) and (6). Taken together these return horizon robustness checks suggest that the negative effect of asset growth is stronger over longer horizons; in contrast, the positive coefficient on ASSETGxNAVPREM is more significant over shorter horizons.
This could be because P/NAVs are measured at the end of year t-2 and may exhibit significant variation from year to year.
We measure ASSETGit as the percentage change in the book value of total assets plus depreciation from the fiscal year ending in calendar year t-2 to the fiscal year ending in year t-1. As a robustness check, we replicate our analysis using the percentage change in the book value of assets from year t-2 to year t-1 without adjusting for depreciation. Although not separately tabulated, these results are very similar to our base-case results. We also tried interacting ISSUANCE with NAVPREM and with NAVDIS to differentiate the effect of ISSUANCE conditional on whether the firm is selling at a premium or discount to its NAV. Although not separately tabulated, the interaction variables are not statistically significant. This result is nevertheless consistent with Fu, Lin and Officer (2013) who find that overvalued acquirers tend to overpay for their targets and that these acquisitions do not lead to synergy gains. We will explore this further in the next section.
Decomposition Analysis of Asset Growth
In this section, we seek to better understand the channels influencing the negative relationship between asset growth rate and future stock performance. For example, the effects of growing via acquisition of assets in a firm's core business (asset concentration) may differ from growing via acquisition of assets in non-core areas (asset diversification).
Similarly, funding asset growth via debt issues may have a different impact on future stock performance than funding growth through equity offerings. We thus decompose the growth rate of total assets; firstly, by the different components of assets held by the individual REITs (the left-hand side of the balance sheet) and secondly, by how the asset growth was financed (the right-hand side of the balance sheet).
On the asset investment side, the year-on-year growth rate in total assets (ASSETG) can be decomposed into growth in real estate assets (REG) and growth in non-real estate assets (NONREG): (4) Non-real estate assets consist of intangibles and current assets, such as cash and receivables. With respect to funding, REITs can finance asset growth by taking on more debt (DEBTG), by expanding their equity base through retained earnings or secondary equity offerings (EQUITYG), by increasing minority interests (MINORITYG), or by a combination of the above. 15 Accordingly, asset growth can also be decomposed as follows: (5) The year-on-year growth in the individual components on both the right-and left-hand side of the balance sheet is defined as the change in their reported value from end of fiscal year t-2 to end of year t-1, scaled by the total book value of assets of the REIT at end of year t-2.
This allows ASSETG to be specified as a linear combination of the year-on-year change in REG and NONREG on the investment side, and as a linear combination of year-on-year change in DEBTG, EQUITYG and MINORITYG on the financing side. Table 10 presents the descriptive statistics of the year-on-year growth of the various components of asset growth. Recall from Table 1 that the average year-on-year growth in total assets (ASSETG) of the REITs is 10.8%. On the asset investment side, REIT growth is 15 Minority interests represent non-controlling interests in consolidated subsidiaries and in consolidated operating partnerships in which the units can be converted into equity, which is applicable for UPREITs or DOWNREITs acquiring/deposing assets. In an UPREIT structure, property owners contribute their properties to an "umbrella partnership" in exchange for operating-partnership units. The operating-partnership units are the economic equivalent of the shares in a REIT itself. A DOWNREIT structure, on the other hand, is an expansion of an existing REIT or operating partnership by forming a new partnership. A REIT can have several DOWNREITs partners. See Singer (1996) for a detailed discussion on the UPREIT and DOWNREIT structures. REITs also use joint ventures. From our informal check with an industry source, only about 10-15% of REIT assets are owned in a joint-venture structure, which means that the equity component from their joint venture partners is lower. driven primarily by expansions in their real estate holdings. Panel A shows that the growth in total assets can be attributed to 10% growth in real estate assets (REG) and 0.8% growth in non-real estate assets (NONREG). The change in non-real estate assets (NONREG) can be further broken down into growth in cash (CASHG), growth in current assets (CASSETG) and growth in other assets (OASSETG).
On the asset financing side, Panel B of Table 10 show that changes in outstanding debt constitute 6.3 percentage points of the 10.8% growth in assets. Growth in equity capital (EQUITYG) and minority interests (MINORITYG) constitute 4.3% and 0.3%, respectively, of the 10.8% total growth in assets. This finding is consistent with previous studies which conclude that despite the lack of tax incentives to employ debt, REITs prefer debt offerings to equity offerings because of the relatively low interest rates that characterized our sample period (Feng, Ghosh and Sirmans, 2007; Ooi, Ong and Li, 2010) . 16 To probe deeper, we decompose growth in equity capital into growth in common equity (CEQUITYG) and growth in preferred equity (PEQUITYG). Growth in common equity can be further decomposed into growth in common stock (CSTOCKG) and growth in retained earnings (RETAING). On the debt side, growth in total debt (DEBTG) is partitioned into their debt maturity and seniority structure. Debt can be decomposed into change in shortterm debt (SDEBTG) and change in long-term debt (LDEBTG). Likewise, DEBTG can be replaced by the year-on-year changes in secured (SCDEBTG) and year-on-year change in unsecured debt (USDEBTG).
To examine how each of the growth constituents impact return performance, we estimate Fama-MacBeth regressions of REIT stock returns using each of the lagged components of asset growth. The dependent variable for the regression models is 12-month stock returns. Property type fixed effects, MV, B/M, BHR11, ROA, ACCRUALS, and ISSUANCE are included as controls. The results of the decomposition analysis for ASSETG 16 Ooi et al. (2010) noted that REITs relied more on equity capital from 1993 to 1997, but since 1998 have increasingly turned to the debt capital market for their funding requirements. Since 1999, debt financing has outpaced SEOs as the major source of capital for REITs. They posited that the change in preference is consistent with a market timing behavior. In particular, the historically low interest rates, following rapid development and innovations in the commercial mortgage-backed securities market and corporate bond markets, provided ample liquidity in the debt markets.
on the investment side are reported in Table 11 .
Model (1) shows that stock market's reaction is indifferent to year-on-year changes in real estate assets (REG) and changes in non-real estate assets (NONREG). Growth in both categories of assets are not predictive of returns over the next twelve months. However, when the change in non-real estate assets (NONREG) is further broken down into growth in cash (CASHG), growth in current assets (CASSETG) and growth in other assets (OASSETG), Model (2) shows a negative relationship between OASSETG and future stock returns that is statistically significant at the 5 percent level. This suggests that growing outside of a firm's core area harms shareholders in the long run. The insignificant relationship between REG and future stock performance is also inconsistent with CGS's (2008) finding of a negative coefficient for Property, Plant and Equipment. To reconcile the conflicting results, note that our study covers REITs which specialize in real estate ownership while CGS's sample comprises general firms which do not have any specialty skills in managing properties. This finding further suggests that firms which expand out of their core areas are penalized. 17 On the asset financing side, the regression results in Table 12 indicate that the aggregate growth in equity capital (EQUITYG) and minority interests (MINORITYG) does not predict future return performance. 18 To probe deeper, we examine whether growth in common equity (CEQUITYG) has the same effect as growth in preferred equity (PEQUITYG) in Model (2). In addition, we also decompose growth in common equity into growth in common stock (CSTOCKG) and growth in retained earnings (RETAING) in Model (3).
Overall, we find the average coefficient estimates for the various equity components are insignificant. 19 These results indicate that the adverse effect of asset growth on future REIT performance is not driven by growth in equity capital. Moreover, the market does not appear to differentiate between alternative channels of equity expansion, namely preferred equity issues, new common equity issues, or retained earnings.
The regression results reported in Table 12 do show that REITs which fund growth by employing more debt in their capital structure are associated with lower stock returns over the next 12 months. Specifically, the estimated coefficient on growth in total debt (DEBTG) is negative and statistically significant at the 10% level in models (1), (2) and (3). Our results are consistent with prior studies on the long-run underperformance associated with debt offerings. 20 To investigate further, we partitioned growth in total debt (DEBTG) by its debt maturity and seniority structure. The descriptive statistics reported in Table 10 indicate that secured debt of REITs grew by 3.1% annually, as compared to 2.4% for unsecured debt.
Over the same period, long-term debt grew 5.3% annually versus 0.5% annually for shortterm debt.
In Model (4), DEBTG is decomposed into year-on-year change in short-term debt (SDEBTG) and year-on-year change in long-term debt (LDEBTG). Short-term debt is defined as loans due within one-year. In Model (5), DEBTG is replaced by the year-on-year changes in secured (SCDEBTG) and year-on-year change in unsecured debt (USDEBTG).
Ooi (2000) observed that secured debt plays an important role in reducing borrowing costs as well as expanding the debt capacity of UK property companies. 21 Brown and Riddiough (2003) also conclude that unsecured debt is more costly to issue. To complete the identity on total debt, growth in non-interest bearing debt (OPLG) is included in the two models.
The regression results reported in Table 12 for Model (4) and Model (5) show that the the last three years. The results are consistent.
20 See Spiess and Affleck-Graves (1999) and Higgins and Howton and Howton (2004) for evidence of long run underperformance of debt offerings by general firms and REITs, respectively.
21 Secured debtholders have first claim on the pledged assets in the event of a default. If the value of the collateral is less than the amount owed, they rank equally with other creditors for the shortfall with respect to claims on the firm's other unsecured assets (Ooi, 2000) . The use of collateral has also been rationalized on the ground that it helps to resolve moral hazard and adverse selection problems (Smith and Warner, 1979; Chan and Thakor, 1987) . Financing new projects with secured debt can also help to alleviate the underinvestment problem associated with issuing debt. The cost of borrowing is also lower for secured debt. This allows firms to undertake some projects it would otherwise have to forego if relying on unsecured debt (Stulz and Johnson, 1985) . observed negative relationship between lagged asset growth and subsequent REIT returns appears to be associated primarily with the issuance of unsecured debt, regardless of its maturity. Overall, the results suggest that the provision of collateral associated with secured debt and the refinancing risk associated with debt are effective in restricting REIT managers from engaging in sub-optimal investment activities. Growth in equity capital and its constituents, namely preferred equity, common stock as well as retained earnings, are not able to predict future stock price performance.
Conclusions
REITs have expanded rapidly in size the last two decades. Some REITs grew aggressively through mergers and portfolio acquisitions, while others focused on development. Although the year-on-year growth rate of REIT assets in our sample averaged 10.8% from 1992 to 2013, the standard deviation was 21.0%. Given the heterogeneity, an interesting question is whether the variation in asset growth can be used as a predictor of the return performance of listed REITs.
We examine the effects of asset growth on stock returns for 308 publicly listed equity
REITs from 1993 to 2013. When asset growth is measured as the lagged year-on-year percentage change in total assets, the univariate results show that REIT "hares" tend to underperform REIT "tortoises." The negative relationship between asset growth rate and future return performance is robust to adjusting for firm size and risk. Nevertheless, the asset growth effect is weaker in the REIT market than in general equity markets as reported in prior studies. This muted asset growth effect in the REIT market can be attributed to the stricter regulatory environment in which REITs operate.
The asset growth effect is somewhat muted in our cross-sectional return regression in which we control for standard firm characteristics, including a number of accounting variables that measure recent performance. Nevertheless, the asset growth dominates the effects of conventional return determinants, including firm size, the B/M ratio, and return momentum. Measures of lagged accounting performance, such as the return on assets and changes in working capital, do not predict returns over the next 12 months. In our subsample of firms for which we have estimates of NAV premiums and discounts at the beginning of the year over which asset growth is measured, the negative asset growth effect is stronger. More importantly, we find evidence that the growth effect is significantly less negative for firms selling at a premium to NAV. This is consistent with their cost of capital advantage. Over our full sample, we find weak evidence that apartment and retail REITs outperformed REITs with a focus on other property types and weak evidence that apartment and retail REITs were less susceptible to the negative effects of asset growth.
Our regression results are robust to a series of checks, including the addition of accounting performance variables to the regressions, the use of 36-month return horizons, and alternative measures of asset growth.
To isolate the channels driving the relationship between asset growth and return performance, we decompose REIT asset growth into its major components from both the left-hand (investment) side and right-hand (liability) side of the balance sheet. Not surprisingly, REIT growth is driven primarily by the expansion of real estate holdings (92.6%). The growth in financial liabilities is primarily attributable to additional debt (58.3%) and equity (39.8%) capital and, to a smaller extent, changes in minority interests (2.8%).
On the asset side of the balance sheet, the rate of growth in real estate holdings does not appear to significantly affect future return performance. The negative asset growth effect instead appears to be driven by growth in non-core assets. This is consistent with the notion that firms that grow outside of their competency areas are penalized by the market.
On the liability side of the balance sheet, the negative asset growth effect is not driven by growth in firm equity. Moreover, the market does not appear to differentiate between alternative channels of equity expansion, namely preferred equity issues, new common equity issues, or retained earnings. The evidence instead shows that REITs which fund their asset expansion activities by employing more debt in their capital structure are associated with negative stock performance over the next 12 months. Further analysis suggests that the observed negative relationship between lagged growth rate and REIT stock returns appears to be associated primarily with the issuance of unsecured debt to fund the asset growth. This is consistent with the agency cost of debt stories in which the provision of collateral associated with secured debt and the refinancing risk associated with B/M Book-to-market ratio is defined as the book value of equity divided by the market value of equity at the end June of year t. The book value of equity is computed as the stockholder's equity plus deferred taxes and investment tax credit, if available, less the book value of preferred stock, liquidating value or carrying value at end of year t-1. Market value of equity is as defined above. 
ISSUANCE
Net stock issuance, after adjusting for split shares, from end of year t-2 to end of year t-1. 0.078 0.015 -0.128 1.089 0.158 Table 2 . Asset Growth Quintiles: Growth Rate and Financial Characteristics
At the start of July of each year t over 1993 to 2013, REITs are grouped into quintile portfolios based on asset growth rate (ASSETG) from the fiscal year ending in calendar year t-2 to year t-1. REIT stocks in the top 20% by asset growth rate are placed in Quintile 5 ("hares"), while those in the bottom 20% are placed in Quintile 1 ("tortoises"). The portfolios are held for 1 year from July of year t through June of year t+1, and then reconstructed. Panel A reports average annual growth rates. In Panel A, the Year 0 row reports the asset growth rates from fiscal year t-2 to t-1, while Year -1, Year-2 and Year-3 report the asset growth rates from fiscal year t-3 to t-2, t-4 to t-3, and t-5 to t-4, respectively. Year +1, Year +2, Year +3, reports the growth rates from fiscal year t-1 to t, t to t+1, and t+1 to t+2. Panel B reports the financial characteristics of the REITs at the end of the fiscal year prior to the portfolio formation date. The variables as defined in Table 1 . The spread between Quintile 5 and Quintile 1 are also reported. *, **, and *** represent significance of the spread at the 10%, 5%, and 1%, respectively.
Asset Growth Portfolios: 1 ("tortoises") 2 3 4 5 ("hares") Spread (5-1) t-stats T-statistic and statistical significance is reported for spread in the values of Q1 and Q5 portfolios. *, **, and *** represent significance at the 10%, 5%, and 1%, respectively.
Asset Growth Portfolios: 1 ("tortoises") 2 3 4 5 ("hares") Spread (5-1) t-stats This table presents Sharpe ratio and 3-factor alpha. The risk-adjusted performance over a longer horizon, namely three years, is also computed. T-statistic and statistical significance is reported for spread in the values of Q1 and Q5 portfolios. *, **, and *** represent significance at the 10%, 5%, and 1%, respectively.
Asset Growth Portfolios: 1 ("tortoises") 2 3 4 5 ("hares") Spread (5-1) t-stats (1) REITs with P/NAV data, and (2) REITs without P/NAV data. In total, we have 865 REIT-year observations for Group 1 (G1) and 1,829 REIT-year observations for Group 2 (G2). The variables are defined in Table 1 . The last two columns report the differences in the means of the two sub-samples (G1-G2) and associated t-statistics. *, **, and *** represent significance at the 10%, 5%, and 1%, respectively. (1) premium to NAV (P/NAV>1.03), (2) around NAV (0.97< P/NAV <1.03), and (3) discount to NAV (P/NAV<0.97). Green Street provides data on monthly premium to NAV. To match annual asset growth, P/NAV at the beginning of the prior year is used. In total we have 865 REIT-year observations with P/NAV data, comprising 431, 127 and 307 REIT-year observations for those trading at premium to NAV (G1), price around NAV (G2), and discount to NAV (G3), respectively. The last two columns report the differences in the means of the two extreme sub-samples (G1-G3) and associated t-statistics. *, **, and *** represent significance at the 10%, 5%, and 1%, respectively.
Sub-sample of REITs trading at
Premium to NAV (G1) Table 1 . ASSETG is defined as the percentage growth in depreciation-adjusted total assets from end of year t-2 to end of yeart-1. Model (1) and Model (2) are the base and extended regression models using the full sample of 1,364 observations, while models (3), (4), (5) and (6) are estimated using the subsample of REITs for which Green Street NAV premiums and discounts were available. NAVPREM is equal to one if P/NAV > 1.03, and zero otherwise. NAVDIS is equal to one if P/NAV < 0.97, and zero otherwise. ASSETG*NAVPREM and ASSETG*NAVDIS are interaction variables. The t-stats for the average regression slopes are reported in parenthesis. *, **, and *** represent significance at the 10%, 5%, and 1%, respectively.
(1) Table 1 . ASSETG is defined as the percentage growth in depreciation-adjusted total assets from end of year t-2 to end of yeart-1. Model (1) and Model (2) are the base and extended regression models using the full sample of 1,364 observations, while models (3), (4), (5) and (6) are estimated using the subsample of REITs for which Green Street NAV premiums and discounts were available. NAVPREM is equal to one if P/NAV > 1.03, and zero otherwise. NAVDIS is equal to one if P/NAV < 0.97, and zero otherwise. ASSETG*NAVPREM and ASSETG*NAVDIS are interaction variables. The t-stats for the average regression slopes are reported in parenthesis. *, **, and *** represent significance at the 10%, 5%, and 1%, respectively.
(1) July of year t to June of year t+1. The coefficients for the property-type fixed effects, MV, B/M, BHR11, ROA, ACCRUALS, and ISSUANCE, although included in the regression models, are not reported. The t-stats for the average regression slopes are reported in parenthesis. *, **, and *** represent significance at the 10%, 5%, and 1%, respectively.
(1) ASSETG is decomposed into change in equity capital (EQUITYG), debt capital (DEBTG) and minority interests (MINORITYG). In Model (2), EQUITYG is further differentiated into growth in common equity (CEQUITYG) and growth in preferred equity (PEQUITYG). In Model (3), CEQUITYG is broken into change in common stock (CSTOCKG) and change in retained earnings (RETAING). On the debt-side, Model (4) and
Model (5) split DEBTG into year-on-year change in short-term debt (SDEBTG) and long-term debt (LDEBTG);
and year-on-year change in secured debt (SCDEBTG) and unsecured debt (USCDEBTG), respectively. Model
Description of the decomposed variables are provided in Panel B of Table 10 . The dependent variable is the 12-month stock returns from July of year t to June of year t+1. The coefficients for the property-type fixed effects, MV, B/M, BHR11, ROA, ACCRUALS, and ISSUANCE are not reported. The t-stats for the average regression slopes are in parenthesis. *, **, and *** represent significance at the 10%, 5%, and 1%, respectively.
(1) 
